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Italy: The Political
and Economic Scene
in Fall 1976

The Christian Democratic minority gcvemment installed last month symbolizes
~ the political changee that have oczurred in Italy since the parhamuntary election in
Junaz. Although the Christian Democrats again scored a plurality in the election, they
have lost their ability to dominate the political scene because of (a) sharp elecioral
gains by the Communist Party apd (b) intransigence of the Chnstlan Democrats’
tradmonal allies—most notably the Socialists, who cling to their campaign promxse
not to join any government that relegates the Communists entirely to the

opposition. As a result, Prime Minister Giulio Andreotti had to bargain for

"Commumst abstentlon to win a parliamentary  vote. of confidence. for his aew
government. The. - Communists . have parlayed their pivotal position into
unprecedented influence_but also have incurred some serious risks by ddutmg then'
- longstanding Opposmon status.. :

The enchanced role of the Communists further comph"ates the-always difficult

task of formulatmg economic pohcy in Italy. Prime Minister Andreotti must strive .

for consensus among parties with diverse economic philosophies, and his program

thus gives only broad-brush treatment to Italy’s myriad economic problems. In

“coming months, spncxﬁc measures will have to be hammered out ir pa:hament
mmany ’ such as an xncomes pohcy, will be hotly contes;ed

_ Because of the need to please everyone, the govemment wxll probably decxde .
~ eventually on a mildly deflationarv stabilization program that will neither bring

inflation into line with trends in other European countries nor abort the econormc .
~ _recovery now under way. Although the main outline of the economic program

undoubtedly will closely resemble previous centcr-left ‘programs, the increased
influence of the Commumsts in important parliamentary committees should _
guarantee a greater degrec of followthrough than in the past. This is especlally true
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for oft-repeated but pnevxously unflllcd promxses of socxal xmprovements and. curbs_ﬁ __,;M__q .;..

on tax evaswn o T e s e

In coming months, the Chnstlan Democrats wxll try to revive. ties with. the,_f_‘:,.;;_._,,ﬂ._;f ,'_

~ smaller parties in an effort to escape dependence on the Communists. At the mme'

time, the Comnmunists will attempt to build on the ‘mdreottl experiment to move

closer to actual govemment members}up Any sua;ess in the economic field, and

there will be some, will add pressure for cxpansion of the hmxted rapprochement . .
between the two largest parties. Whllﬂhﬁ'gﬁme~ls not‘*overﬁ there are more factors = - _
favoring the realization of Communist zarty ~chief Berlmguer 8 “Hxstoncf FRAR
Compromlse" than at any tlme slnce he launchcd the proposal in late 1973 |

CON




 DISCUSSION

1. Italizn- politicians are now maneuvering on Apohtlcal landscape vastly R
. different from the one that existed prior to the sharp_ Communist electoral gainsin .
June. Before the parliamentary electron the basic chamcter:stlcs of Itahan pohtxcs'"77'-’!'7“"

" were as follows

e the Chnstran Democrats, Italy’s largest party by a wide margm, played the )
dominant role i in the government :

o the Communists, the _seoond largest party; dominatedthe oppos‘ition',"irld B

‘e the remaining parties, except for the nevfascists and other fringe groups, =~ i

alternated as supporters or coahtxon partners of the Chnstxan Democ:ats. S

o - 2... . .Giulio.. Andreottxs dlfficultxes in-: puttlng together his~ Chnstxan‘-“=~- :
- Democratrc minority. government demonstraic how- sharply the. elec’xon outcome TR

has: altered the traditional pohtrcal picture.. Although stillthe largest- party; with- e
- 38.7% of the.vote, the Christian-Democrats no- longer: dommate the pohtxcal arena; .. . .
~ Because of the poor showing by the smaller parties and the steep gams scored by tie

Communists—from 27.2% of the vote in 1972 to 34 4% this year—Andreattr could. .

win a parhamentary conﬁdence vote only with Commumst abstentxon.

3. | Commumst abstentxon, in- tum, blurred that party’s tradmonalv

o opposxtron status, the more so because it allowed' Andreotti’s mstal.atron. With the -
' Communists not voting, the Christian Democrats woul ! have won a majonty even if ’_
~ all the otker parties had voted against Andreott1 Indeed, none of the smaller parties
‘once allied with the Christian Deinocrats supported- them in the confidence vote.

" The Socialists, Social Democrats, Repubhcans, and Lrberals ehose mstead to ]om the o

Commumsts m abstammg.

4. Andreottr s govemment is thus a transxtxonal expenm’nt that bre.rksv: '
most of the old rules. AJ! Italian politicians, including Andreotti, acknowledge the

government’s temporary nature. They nonetheless wxll differ sharply in the coming

weeks over what should replace it.

5. Most Christian Democ*ats will try to rebuild ties with former coahtxon

partners in the hope of reviving some semblance of the old order. The Communists,
on the other hand, will atterpt to use ihc Andreotti experiment to move eloscr to )
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actual govcmwent membemhxp Whal ﬁnally happens wm dcpend not only on

internal and interparty dynamics but also on how well the Andreotu govemment
performs. o . ’

The Commumsts

6. The Communists face unprecedented opp01 tunities along with some
serious nsks. They are the only party to gam sub"tantlally from the le..gthy'

maneuvering prior to Andreottx s mstallanon

v 7. When it became apparent -that Commumst coopcratxon would be- -
essentiai to forming a government, the party wacs 2ble to press successfully forkey =
parliamentary posts that bad previously been the prescxve of the govemmg partxes. o
An experienced Communist legisiator became pre.,ldent of the Chamber of Deputxes. o
The Communists also obtamed the presxdencxes of 7 of 26 permanent parlxamentary o
. mmmx‘tees. - : : '

8. These posts will probably give. ithe. ‘Communists_more.. inﬂuence-im S
domestic policy than would a ‘couple-of- minor- :abinet - portfolios—although. the ... .
latter would carry mors symbolic importance. By chairing the Chamber’s Finance -

' Commxttee and the Senate’s Budget Committee, for cxamolo, the Communists will '
~ strongly influence all cccnomic and fiscal legislatlon These committees have the
“authoriiy to review and change all bills before they are debated on the floor. -
Commxttee presidents; morcover, can slow down or. speed up the pmgres of any SR
bill. : : : :

, 9. . Andfeottx wﬂl have to take Commumat vxews into account on other' v
' matters as well. Pariiamentary arithmetic gwes the (‘omm unists the power to defeat L
~ any bill—or even bring down the government—unless there is offsetting wpport from P
- the Chnstlan Democnts former allies. ‘ C '

10. The (_ommumsts have pald hlgh pnce, howeve., for thexr new

inﬂuence. 5.

ms,talledx Although the Commumsts will dlsclalm respom.b.Lty for anytmng that _
goes wrong, they cannot credibly assert--as they have frequcnt;y in the past-that
‘their hands are “clean.” It is already clear that many militants are uneasy over the o
party’s new role. Commumst chief Berlinguer’s most recent major address was an

obvious attempt to reassure the rank and file that the party has not abando'\ed its
traditional goals or sold out to the Christian Democrats.
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11. The Communists have thus invested considerable political capital in the .~
government and would have little to gain from frust:ating Andreotti’s program or“:":*;ffj'j_’—};::--f
~from bringing him down prcmaturely Indeed, it would be i in their interest to =nsure |
~ that something positive emerges. Andreotti’s early failure could damage the party’s
reputation as a force for progress and dampen the ent‘mswsm of its sapporters.
Although the Communists will dnve hard bargains in any negotiations with
Andreottx, they will also look for points of convergence that would Justxfy more
~ progress toward patty chief Berlinguer's "Hxstonc Compro.mse o-an eventum B
 governing alliance with the Christian Democrats.’ ' "

The C'nnst;an Democmts

12 ’I‘he Chnstxan Democrats dllemma wiil severely test the party s cohesxon. e
On the one hand, the governing party needs Communist cooperation o accomplish . .
~ _anything; on the other hand, it hopes to lay the groundwork for another coghtxon- o
» that shuts out the. Commumsts : e

13. In the past,. th“ Christian Democrats have comulted the Commumsts :
mformally to" “secure: coopcration ‘on- specific-. issues. - The  distributicn- of - .. SR
parliamentary coinmittee presxdenc:es alone now ensures that such consaltations will

. be more overt and formal. Each committee chaired by a Communist in one house,
- -for example, is chau'ed by a Chnstxan Democrat in the othcr house, forcmg the two_ o

accept lumted cOCperatxon with the Commumsts to keepAngdreotti afloat. If the
Communists seem on the verge of a ]arger role, however, some mﬂue ¥ i{j{jﬂ

Democrats may begm a behmd-the-scenes campaign to brmg Andreotu ‘down.
The Socilists oo .

15. Chnstlan Democratic efforts to escape dependence on the Commumsts ’
will focus on the. Socialists—the” only party that can guarantee the Christian
Democrats a nun—Commumst majority in parliament. The ‘Socialists have been




o Changmg Rules of the Game for Eeonormc Pohcy

unable to capxtahze on thexr pivotal position, however, and werc clearly the major

losers in the postelection maneuvering. St\_ng by theu faﬂure to- advance in-an--—-

: elecaon they precipitated, the Socialists were little more. than passl/e partlcxpants in
 the bargmmng that led to the Andreottx govemment o

l6 The Somaust« faﬂurc in‘the elcctton plunged the party into a leadersmp

o

. struggle. Veteran leader De Martino was quxckly replaced by 42-ycar-old Bettino - v_
Craxi, who comes from the party s right wing and is inciined toward scekmg a deal -
with the Christian Democrats.. Craxi does not yet command a stable majonty,
however, and is. still tled by the party’s campaign promises of (a) short-term suppor‘ N
for a broadly constituted emergency. government including the Communlsts and (b)

long-.erm suppr‘rt for an “altematue of the left.

17; _' "he Chnstran Democratlc hope that’ Crax: will turn his party around and » -

lead it back into coahtxc.n will take months to fulfill, if it can be fulfilled at all. The

’ _;J..oc:ahst Par*y s fu..damental task is.to maintain vxablhty in theface.of the: w'ters R

~ surge. toward the. Commumst.,. ‘Although most members do not want to share.
cabinet posts ‘with the Com’nunlsts, the Socialists have concluded - that the _
- Communist - Party will ‘have -an electoral advantage if it remaxns entxrely in.

,opoosrtlon

18 , The Socxahsts are Iikely to cling to at least a vestxge of thelr demand for

'_ Commumst association w1th the government As a condxtxon for renewed

© participation in ‘the government for example, they may insist that the Christian . :
- Deraocrats .agree to continue formal consultation with the Communists on

,'.',ggove'nment pmgrams.| the=SocialistEWIIZats1east™ o

sxstﬁhat”tﬁ“@ﬁ‘fiifn"ﬁ"ﬁiﬁmnunu £o.at

B 19, The Commumst Party S new strength has further complxmted the dehcate i
E balancmg act the Christian Democratic leadership must play in the formulatron of

economxc "ohcy—a process long harrpered by Italian pohtxcal OIVISIOﬂS.

20. 'Lackmg a 9olid majoritv Christian Democratic leaders in Tecent y'ears'

have had to put together programs that would not only satisfy the major factions of

then' own heterogeneous party but also command the support of the Socialists, -

Republicans, and Social Democrats. The Socialists, fearful of vote losses to the
". Comununists, have regularly rejected measures that would check union power or

slow the growth of workers’ real .earnings. They have favored permissive ‘labor :




legislation ‘and greater spending for social . projects. At the f_o',ther:;,;e_v»_ggreme;--vthe-

Republicans, always rigid advocates of free enterprise and fiscal conservatism, have~ -~

emphasized their opposition to further enlargement of the ziate sector. The Social

Democrats stand between the Socialists and Republicans—ezger for sccial reform but - - - R

suspicious of growing government involvement in the economy. The economic

Programs that have emerged after numberless compromises and tradc-offs'hxvc.- /
lackcd the punch needed for effectiveness. o ' ' - :

21.  Under the new political circumstances, formulating an cconomic program

is even more difficult. Economic policies must now be acceptable to the - - -

Communists, divergent views within the Chnstian Democratic Party n»x}ust’bc
reconciled, and the Kepublicans, Social Democrats, and Socialists must be mollified.

Furthermore, Communist - parliamentary 'stre‘ngfh on the-one' haid and intermal ~— o o

Christian Democratic politics, combined with pressure from foreign creditors, on the
~ other dictate that the govequent'attamCommMist compliance on key economic -
measures without soliciting formelCommunist-support... .

'I'he'Econém_ié Program o

.. 22. . The Andreotti economic program, as pf@s;:nted to ‘the Senate ang
Chamber of Deputies for the confidence vote, aims at political consensus. It is

skillfully taiiored to offer something for everyone. For the Communists and -
Socialists, there are curbc on tax. evasion, more active employment prozrams, and

" greater spending for .social investment.. Promises of smaller_governmcntvdeﬁdts,,
more- efficiency in the state sector, and modification of wage indexation are .
designed to woo the Social Democrats and thAc]Republicans’.., SR o

L 23 ‘Basically, ‘the - pmgram - S J ) S Figﬁ'r; T
- seeks to stabilize the economy bY. . ftaly: Treasury Cash Deficitas
reducing the government deficit,gear- . Percentof GNP -~ = = ¢
ing down the wage indexation system, A e

and making industry more competi- -
tive. Program priorities include the
following: ' N ’

e Reducing the Treasury cash
- deficit from 12.6% of gross
national product (GNP) in
1975 (see Figure 1) to 4.2%
by 1979, while increasing
investment m public wozks
to 5%-6% of GNP from the
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present 1% level. Andreotti is callmg for a rrackdo"/n on tax cvasionand

hikes in pubhc service charges He hopes to alOW expenditure’ gmwth by
hmrtmg new [programs, canceling  some appxopnatxons pfevzuusly

appmved and fneezmg hxgn-leve‘ govemment salartes e .

° -Closmg the . balance—of-payments gap through an energy conservatxon, ;
program, increased value added taxes on imported consumer goods, and
renegotiation of existing forelgn debt. The progtam will also seek to raise
agricultural pruduction to reduce Italian dependence on imported food.

e Modifying the wage indexation - system - by progressively reducing

cost-of-living allowances for medium to high wage earners and termmatmg
allowances for salaries above a certain level R : '

e Improving the efficxencx of state enterprlses by estabhshmg compar.y _-
goals, improving: management,~ and drvemfymg and decentra.mng
managerial responsibility.-- ” o

: 01_‘ Increasing employment by prov1dmg pubhc—-— service - JObS and
apprenticeships in private indusiry for youths and first-tnne job seekers,
. who account for 80% of the unemployed

° 'Impmvmg mdustnal eompetltxveness by restructurmg small busmesses,
~ curbing worker absenteelsm, and nescheuulmg labor hohdays. ' '

: .Prospe"tsforEnactment B

24 The Andreottx program thus far merely hsts economtc goals and nges» .

o -broadbmsl' treatment to the difficult choices facing Italy. In subsequent. months, as

parhament hammers the program into a series of specific measuras, obstacles will )
‘appear. Some points of the program—such as the crackdown on tax evasion—can
expect easy passage. Others—such as increases in public service charges and
modaficatlons to the wage mdexatlon syetem— -will be hotly contested

25. The ﬁercest conflict wili center around wage indexation. Christian
Democratic economxsts-—prompted by Republrans—now acknowledge the cost-pushv
impaet of the present indexation system as a crucial factor in Italy’s inflation. Under
the present arrangement, price increases bump up wage rates after a lag of about

‘three raonths. This year wages in industry will certamly rise more than 20%, mainly
: because of such cost-of-living increases; contract settlements will prov1de bavc wage

6
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increases of only 6.5%-8%. Moreover, the impact of indexation is mcre?smg At T

present, cost-of-iiving allowances cover about 70% of mflatlon, and contracts already
negotiated guarantee that coverage will nse to 90% next year unless the ﬁ.mula is
changed. ’

26. The trade unions will bitterly resist any major revision of the indexation
machinery. Andreotti’s proposed progressive reduction of cost-of- living allowances
for earners of mediura to high salaries bypasses 2 union preposal that salaries above
$10,00C be frozen—a move that wculd concentrate the ‘burden of inflation on only
- 10% of the work force and do little to slow the rise in unit labor costs. ‘Andreotti’s
" ability to sell a substantial revision of the wage indexation machinery to the unions
will depend largely on whether the Coinmunists are willing to erert their influence
with labor on behalf of such a proposal. The Communists have long contended,
however, that wage restra"lt must come from the unions themszlves and will be
reluctant to pressure the unions on this issue. The Socialists, eager to. take support .
away from the Communists, will probably cncourage the unions in their opposition
to changes in the indexation mechanism

27. Curbs against absenteeism and rescheduling of oublic ’holida“ys would be
politically more acceptable means of reducing pressure on unit labor-costs.
Legislation passed in 1972 making it illegal to require medical venficatxon of sick
leave: has made absenteeism endemic. On an ordinary day, absenteeism averages
13.7%, conpared with 6.7% in France and 6.8% in the United States. When 2
heliday falls on a Tuesday or Thursday, attempts to eke out a long weekend drsive

“absenteeism rates up to 40%. The Christian Democrats and the Republicans view
absenteeism as an obstacle to Italy’s competitiveness, while the Communists call it a
sign of “moral r*egeneratxo. . Unions appear willing to discuss the absenteeism issue
if it is l_mked to govemvneut measures to increase employment

28. Thanks pnmanly to slowed expenditures and speeded up tax collectxons,
Rome should be able to meet the Treasury ‘deficit ‘guidelines imposed by the
Furopean Community last April when it extended a $1 billion credit. During the
first five months of this year, the Treasury cash deficit aniounted to 4.0 trillion lire
($4.7 billion at current exchange rates), 25% below the same pv-iod-last year and
well within the 13.8 trillion ($16.5 bxlhon) ceiling set for all 1976 by the EC. The
concerr is for next year, when spending already in prospect and a return to normal
‘rates of revenue collectlon threaten to increase the deficit sharply.




29,  The major parties seem in agreei.snt on ggggglfjgg_flié deficii by focusing

on the revenue rather than the expenditure side. As a percentage of -GNP_ —
expenditures are on a par with those in other industrial countries; revenues, .
however, lag far behind. The 1973 and 1974 tax reforms. which instituted the value . ... .~

added tax and new co_rporaté and persona! income taxes, have had disappointing

_ results because of widespread evasion.

30.  Of the various fiscal proposals, action against tax ci_raSid_n will have the

“brozdest support. The program. promises to cut business tax evasicn by close R
scrutiny of corporate books and by using banks as collection agencies. Income tax _ . -
evasion is to be fought through selective audits and use »f computerized tax rolls.. TR

Communists and trade union leaders have long decried tax evasion as a source and

" symbo! of social uiustice. In the past, the Christian Democrats have also waged ° e
campaigns against tax shirkers, albeit. with little cffect. Because the Communists

chair the Finance and Treasury Committee in the Chamber cf Deputies and the

Budget Committee -in' the Senate, the present ‘gr:'.'erﬁmeritf’willf'.'oe:r‘under’:'gfgat‘éf.f?'-5 R

" pressure to achieve concrete results,

1. Proposals to hike tariffs on puﬁlit_f'services to "cover‘operating-‘:tqsfs will be e

more divisive politically.. The urban: worker- long: has . viewed . sub_s'idized .

transportation, electricity, home heating, and water rates as a national right. Risking

further wrath, the Andreotti proposal would not allow increases'vin" public service

' tariffs to boost wages through cost-of-living escalators.

37 The Communists—who have long assertéd that lower income groups .

should r.ot bear the brunt of stabilization—will strongly contest any substantial hikes
o in'!'public service charges. The Socialists wiii take a similar position. In contras:, the

- Christian Democrats and the Republicans support such hikes: A large share of state -~
expenditure represents subsidies to hoid down “ political prices”; in recent years, .

loans and advances tc autonomous agencies—notably the railroads, post office, and

‘road authorities—have bsen among the fastest growing contributors to the Treasury
deficit. ‘ o |

33. To recoup an estimated $700-$890 million in revenue that will be lost ty
~ a Supreme Court Gecree declaring joint income tax returns unconstitutional and to
satisfy union demands for income equality, Andreotti will probably propese higher
_tax rates on salaries above a. certain level. Thanks to Communist and Socialist




support, this blow to upper incoriz. groups should pass easily despite strenuous—.———_—=

objections from the Re_publicans and parties furt“er to the right.’

Shape and Inplications of the Eventual Stabilization Plan "~~~ T

- 34, If the Andreotti government holds out through the lengthy 'period’of .
bickering and maneuvering, the parties will probably settle on a mild stabilization
program. Highcf taxes on upper incomes and action against tax evasion will pmvide' '

the main deflationary elements. Public service tariffs will probably be hiked, though - .

not nearly enough to cover operating expenses. Increased value added taxes on =

luxury imports—a favorite issue of the Communists and Socialists—may also be ™

imposed to dllcviaie_the trade deficit. o e T i

~ 35. Whatever action is finally taken against rising unit labor costs will .
' prob_'abry - be-directed:-at-the- productivity _side—through..curbs .on .absenteeism, . for...
example—rather-than at- wage levels. Given.the.oppo_sitibn,of_;the.'_.Communists, the
Socialists,-and the trade .unions,mov.comprehcnsive incomes pol_icy or major overhaul

of the indexation system.can be expected. If any limits are imposed on salaries, they. o

probably will apply only to the upper end of the income scale. -

36. Under a mild austerity program, GNP gro'wth—whiéh is expected to sdow

from the 6.6% arnual rate of first half 1976 to perhaps a 2.5% rate in the second

half—would reach roughly 3% in 1977. (In the likely event that OPEC raises prices -
byl 5% this December, Italy’s..growth rate could fall as low as 1.5% next year anless ‘_

compensating action can be taken.) Exports will have to pro'.'idé the main stimulug

'~ for growth. Export volume already has risen 6.6% (seasonally adjusted) since the end.

of 1975, helping to induce an 11.9% rise in indu_s&_ial_outpqt‘_(s;: Figure 2). The

sharp devaluation of the lira and continuing world recovery now under way should

keep expdrt demand strong. Although consumer spending in firsrt_‘ quarter 19_76_wa§

5% higher than in the corresponding period last year, gains of a smaller magnitude -

can be expected as fiscal measures take hold. .

37. -~ As the Bank of Italy supplements fiscal action with tight mo_net'ary' -

policy, investment will remain the softest spot in the economy. High interest rates,

low profitability, and political uncertainty already have -combined to depress
“investment; first quarter spending Gn gross fixed investment was 6% below 1975 .

PNy
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italy: Selacted Economic Indicators
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levels. With capacity utilization still lows znd credit remaining scarce. investment‘__ ﬁ

growth should average only 5% over the next year or so—a very slow pace coripared

‘with past recovery periods.

38,  Barring a more active go‘.:emment employment policy am, |
" the jobless rate will remain a hot political issue. Because trade union strength and,

" labor legislation m_:ike it extremely difficult to lay off workers, Italian firms are
reluctant to expand employment despite rising demand. If recovery brings any
improvement in the labor wnarket this year, 1t will probably be reflected in a

reduction in the number of workers on reduced work schedules rather than any"

decrease in the unemployment rate. According to a survey by Confindustria—the
Italian manufacturing association—industrial employmént levels are expected to

remain relatively flat this year and to make only slight gains next year. With -

continued labor force growth, unemployment should continue to rise into 1977.

\

39,  With thc governmem unable-to enact-an eff,ec_tive:income§:¢poﬁcyf-0rf_scale=;;i.f_:':.‘:
"dov:r. the indexation machinery, inflation' will remain troublesome. Sparked by the -
de facto devaluation of the lira, consumer prices soared-at an.annual rate of 30%.in. .
the first half compared with-the first half 1975. Although- the -Jure-and--July- -
increases in the consumer and wholesale price indexes—averaging 0.5% and 1.2%,

_respectively—sugzest a moderating trend, cost-push factors assare that price hikes

will continue to outstrip those in other major industrial countries. Upward
adjustments in public service charges of the type envisioned in the Andreotti

program would force up consumer prices even more.

40. ‘Tight credit, the import deposit scheme, and the Christian Democrats’

retention’of their plurality temporarily reduced foreign exchange pressures. Indeed,
the lira’s firmness after the June election allowed the Bank of Italy to intex,ve'ne in

the market to buy back about $1.5 billion in foreign currency. The Bank repaid its .

outstanding swap arrangement with the United States and rolled over only 1.5
billion of the $2 billion credit owed to Bonn. However, in late September the lira
once again came under downward pressure, prompting the centra! bank to sell
foreign exchange to prop up the sagging currency and impose additional curbs on
bank liquidity. Another lira crisis could easily develop if disagreement over the
stabilization program results in Andreotti’s collapse. o

dreotti could stumble at any time, ‘the absence of
ep Tiszgovernment in place at least until late fall or early




Democrats and. the Commumsts as
economic program.,

42, While the stabihzat'on'pmgmm itself will prob’ably be mild, there seems _
to be greater likelihood of followthrough than in the past. With the Commumsts ina
pivotal position, some essential economic reforms—such as curbs on tax evasion,

greater spending on social pnontxes, and reform of state-owned enterpnses——stand @ e

‘better chance of enactment The Commumsts may also use their mﬂuence to secure '
productmty-hnpmvmg concessxons from labor umons ' U

43, If such a prcgmm succeeds even partially and is vxewed mamly asa _f o

| byproduct of Christian Democratlc-Commumst cooperation, pressure will buﬂd for

closer-relations: between.the- two. parties. Working. in.the. opposite. direction.will. beoi e
thn Christian Democxat’s unequrvocal campaign pledge not to bring. the Communists’ R E

into the government. The . non-Communist- majority, however, is divided and - E _
dxsorgamzcd -and the Christian Democrats will not be able to hold. the lme for long o

unless. they can ﬁnd the basxs for a new non-Commumst allxance
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